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Volume II, No. 13 * 


Recent Developments In Foreign Exchange Rates 


Argentina 


On September 19 Argentina’s Finance Minister stated 
that the Argentine peso would not be devalued as such 
a course was not deemed necessary. He confirmed 
earlier statements that Argentina was covered against 
sterling devaluation risks, not only in respect of the ex- 
port balances account (“C” account) under the recent 
agreement with the United Kingdom, but also in respect 
of the prices fixed by that agreement. He said that the 
price guarantee was operative by virtue of supplementary 
exchange notes in accordance with the stipulations of 
Article 13 of the agreement. It is believed that this 
guarantee applies only to meat and is contained in a con- 
fidential document not published at the time of the agree- 
ment. It was reported later in Buenos Aires that Argen- 
tina was seeking a 40 per cent rise in the recently agreed 
meat prices. 


Ceylon 


On September 20 the Ceylonese Parliament passed a 
bill severing the link between the Ceylonese rupee and 
the Indian rupee, which had existed for several years. 
The new rate of the Ceylonese rupee in terms of the U. S. 
dollar is the same as that of the Indian rupee, namely, 
21 cents. For the first time, Ceylon has defined its rupee 
in terms of gold. After the establishment of a Central 
Bank which is now in progress, Ceylon would in any 
case have severed the link with the Indian rupee. 


Germany 


The Allied High Commission recommended on Septem- 
ber 28 that the West German mark be devalued by 20.7 


per cent, from 30 cents to 23.8 cents per mark. 


Italy 


The devaluation of the pound was immediately fol- 
lowed in Italy by a decree of September 19, 1949 (No. 
632) which established a “free” dollar rate, fluctuat- 
ing daily and applicable to all transactions (see this 
News Survey, Vol. II, p. 94). When exchange transac- 
tions were resumed on September 21, an upward move- 
ment in the free dollar rate was apparent. On September 
23 the official “free” dollar was quoted at 634 lire. Com- 
pared with the 575 lire rate, which had been in effect from 
May 1948 to September 18, 1949, this meant a deprecia- 
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tion of the lira of 9.3 per cent against the dollar and an 
appreciation against sterling of 23.4 per cent. 

The decree of September 19 has not repealed all the 
provisions of the November 27, 1947 decree, which es- 
tablished the exchange system in force in Italy up to 
September 19. The articles which set the permissible 
range of variation for the lira-dollar rate on the free 
market between 350 lire to the dollar as a lower limit 
and 650 lire to the dollar as an upper limit is still in 
force. Hence, in the absence of new parliamentary au- 
thorization the lira-dollar rate of 650 represents a ceiling 
for the present upward movement of dollar quotations 
in Italy. Compared with the previous rate of 575, it will 
permit a maximum depreciation of the lira of 11.5 per 
cent in terms of dollars. 


Jordan 


On September 22 the Hashemite Kingdom of the 
Jordan devalued its dinar by 30.5 per cent, to $2.80 per 
dinar. 


Pakistan 


The Government of Pakistan announced on September 
21 its decision not to devalue its currency. This decision 
was taken to protect the interests of producers of ex- 
portable raw materials, to reduce the general cost of 
living, and to maintain favorable conditions for indus- 
trializing the country. Also, the Finance Ministry has 
stated that “Pakistan’s balance of payments position did 
not necessitate devaluation.” According to the Indo- 
Pakistan Payments Agreement of 1949, the official rate 
of exchange between the Pakistan rupee and Indian 
rupee was to be at par, subject to revision in the event of 
a change of the par value of either currency. 


Switzerland 


In Switzerland, speculation concerning the devaluation 
of the Swiss franc caused a rise last week in the free rate 
for dollars for non-commercial transactions, from 3.9614 
francs on September 17 to above the official rate of 
4.311% for commercial transactions. On September 23 the 
Swiss Government announced that the Swiss franc would 
not be devalued and that henceforth all controls on dollar 
exchange transactions would be abolished, meaning that 
the Swiss National Bank would buy and sell dollars for 
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all (and not only commercial) transactions at its official 
dollar rates. 


Thailand 

On September 27 the Thailand Government fixed a new 
theoretical gold content for the baht of 0.0710937 grams 
of fine gold. This makes the official exchange rate 12.5 
baht to the dollar, which is a depreciation of 20 per cent 
from the previous rate of 10 to the dollar. 


Uruguay 


Uruguay’s Minister of Finance stated on September 
20 that Uruguay’s decision about fixing new exchange 


Gold Subsidies 
Canada 


The Canadian Government has announced that the 
Emergency Gold Mining Assistance Act, scheduled to 
remain in effect until the end of 1950, will not be can- 
celed as a result of the recent devaluation of the Canadian 
dollar. This decision was taken because it was judged 
that some mines had based their operations on the under- 
standing that the Act would be in effect for three years. 
Cancellation of the Act would not fall equally on all 
mines, since payments are directly related to costs of pro- 
duction. 


The present assistance payments will be continued until 


the end of 1949, but the Government will introduce legis- 


lation to reduce payments per ounce in 1950 by the 
amount of the price resulting from devaluation. Cur- 
rently, the rate of assistance per ounce is one half of the 
excess of a mine’s costs of production over $18 an ounce, 
not exceeding $16. This is paid on the number of ounces 
by which the mine’s production exceeds two thirds of that 


in the 12 months ended June 30, 1947. In 1950, any 
mine formerly eligible for payments of $3.50 an ounce 
or less will receive nothing. Other mines will have their 
payments per ounce reduced by $3.50. It is estimated 
that this modification will reduce total payments by $4.5 
million. Payments in 1948 were $9 million, and in 1949 
they will probably be $10 million. 

Canadian gold mines coming under the Act will receive 
about $3 million more for their product in 1949 as a 
result of the adjustment in the exchange rate and about 
$12 million more in 1950. 

Southern Rhodesia 

The Southern Rhodesian Minister of Finance, in an- 
nouncing devaluation of the Rhodesian pound in line with 
sterling, stated that the Government intends to discontinue 
the gold subsidy as soon as producers receive the new 
price for gold. 

Sources: The Times, London, England, September 20, 
1949; The Globe and Mail, Toronto, Canada, 
September 22, 1949. 
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rates with sterling will be closely connected with present 
negotiations for a new meat contract with Britain. The 
Minister added that the Uruguayan Government and the 
Bank of the Republic are now studying the problem, and 
that no action would be taken without consultation with 
the International Monetary Fund. 


Sources: The Financial Times, London, England, Sep- 
tember 21, 22, 23, and 26, 1949; Jl Commercio 
24 Ore, Milan, Italy, September 24, 1949; The 
Journal of Commerce, New York, N. Y., Sep- 
tember 27 and 28, 1949; The Washington Post, 
Washington, D. C., September 29, 1949. 


Trans-Atlantic Rates and Fares 
Members of the Atlantic Conference have decided to 
maintain the dollar fares for westbound passages; fares 
will rise in terms of non-dollar currencies. Similar action 
will be taken on October 1 by BOAC. Freight markets 
are in a state of indecision owing to lack of knowledge 
as to the effect of devaluation on dollar costs. British 
lines are not to raise the westbound rate to North Amer- 
ican ports before the end of the season in November. 
Eastbound freight on grain, quoted for the Ministry of 
Food, has risen from 7s. to 8s. per quarter, on account of 
increased dollar costs. There is some tendency for owners 
to favor charters paid in dollars, with a tendency for 
dollar rates to fall. 
Sources: The Times, London, England, September 22 
and 23, 1949; The Wall Street Journal, New 
York, N. Y., September 25, 1949, 


EUROPE 


U.K. Commodity and Share Prices 

The following price developments in the United King- 
dom have been reported subsequent to the announcement 
of sterling devaluation. 

The Ministry of Supply has lowered the price of Straits 
tin in New York to 95 cents a pound, compared wtih 
$1.03 before sales were suspended on September 19. 
Prices in London were raised at the same time. The 
Ministry is the sole buyer and seller of the tin output of 
Malaya and Nigeria, and it also purchases half of Bolivia’s 
tin production. Prices paid to Malayan and Nigerian 
producers are unchanged pending the outcome of present 
discussions between the Ministry of Supply, the colonial 
governments, and the tin producing industry. The Lon- 
don Metal Exchange is to be reopened to allow free 
trading in tin, and bulk buying will end when the market 
is again functioning. 

Trading in other nonferrous metals was suspended on 
the London market on September 19 and resumed on 
September 22. The Ministry of Supply quoted prices 
30 per cent higher for copper, 40 per cent for lead, 38 
per cent for zinc, and 20 per cent for aluminum. Mercury 
and platinum prices have risen by similar proportions. 
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The Raw Cotton Commission has raised the price of 

American middling by 20 per cent. Wool tops (64’s) 

and rubber, which are privately traded, have risen by 20 

per cent and 14.5 per cent, respectively. Sisal and shellac 

have also risen. Silver rose by the full 44 per cent and 
then fell slightly as offerings of scrap came forward. 

On Monday, September 19, the London Stock Ex- 
change was closed, but in street trading gold shares rose 
sharply, from 109.52 to 129.63, according to The Finan- 
cial Times index. Commodity shares also rose, as did 
industrials. By September 21 the gold share index was 
down to 124.20, and the index of industrial ordinary 
shares was slightly below the predevaluation level of 
108.2. Commodities retained most of their gains. When 
the market reopened on Tuesday, gilt-edged stocks were 
quoted 134 points below the closing price of the previous 
Friday, but had recovered by the next day. 

The premium on U.S. stocks, which was 36 per cent on 
the Friday before devaluation and 8 per cent (unofficially) 
on the following Monday, had risen to 12 per cent by the 
end of the week. Canadian stocks were traded at a dis- 
count up to 5 per cent, or at a very small premium, and 
some were sold in Canada after having been bought in 
London below the Canadian prices. The premium appears 
now to be re-emerging. 

Sources: The Economist, London, England, September 
24, 1949; The Financial Times, London, Eng- 
land, September 24, 1949; The Wall Street 
Journal, New York, N. Y., September 26 and 28, 
1949, 


Revaluation of Sterling Balances 


The sterling accounts with three countries, Argentina, 
Portugal, and Iran, with sterling holdings estimated at 
£85 million, £70 million, and £40 million, respectively, 
are known to carry exchange revaluation guarantees. 
These will now therefore require further payments of 
about £86 million by the United Kingdom. 

Source: The Economist, London, England, September 24, 
1949. 


New York Sterling Quotations 


The market in cheap transferable and bilateral account 
sterling has almost disappeared in New York, according 
to The Journal of Commerce. Demand for sterling 
through official channels has been high, both spot and 
future; futures have sold at a small premium on the 
official rate. Transferable account sterling, which was 
sold at $3.10 to $3.40 when the official rate was $4.03, 
is now quoted at $2.76 to $2.78 against an official $2.80. 
Only Chinese sterling is at a discount on the new parity. 
Bank notes are now at parity, compared with a 30 per 
cent discount before devaluation. 


is at $1.90. 


“Security” sterling 
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Sources: The Economist, London, England, September 
24, 1949; The Journal of Commerce, New York, 
N. Y., September 27, 1949. 


U.K. Bread Price 

The price of bread in the United Kingdom is to rise 
by 22 per cent as a result of the devaluation of sterling. 
Prior to the Canadian devaluation, a provisional increase 
of 33 per cent had been announced. Flour will rise by 
12s. per 280 pound sack. 
Sources: The Times, London, England, September 21 and 

22, 1949. 


U.S. Film Remittances 

When sterling was devalued, U.S. film companies in 
the United Kingdom had remitted $4 million out of the 
$17 million allowed to them in the year ending June 1950. 
By remitting the remaining $13 million at the new rate, 
the companies will have £1.4 million less available for 
expenditure within the United Kingdom. 
Source: The Financial Times, London, England, Septem- 

ber 23, 1949. 


Belgian Loans Under European 
Payments Plan 

It had been announced on July 1, 1949 that if Belgium 
should reach a $400 million surplus with Marshall Plan 
countries, it would be financed in the following way, 
within the framework of the European Payments Plan: 
The first $200 million would be financed by drawing 
rights entitling Belgium to ECA conditional aid; of the 
next $125 million, $62.5 million would be financed by 
drawing rights and $62.5 million by Belgian credits, 
uncompensated by American aid; and of the remaining 
$75 million, $50 million would be financed by drawing 
rights and $25 million by Belgian credits. 

Recently, agreement was reached by Belgium and the 
three countries (United Kingdom, France, and the Nether- 
lands) to which $83 million of the $87.5 million credits 
in Belgian francs will be distributed: $33 million to the 
Netherlands, $28 million to the United Kingdom, and 
$22 million to France. These loans are redeemable in 
50 six-monthly payments starting in 1952, at interest 
of 2.5 per cent. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, September 9 and 10, 1949. 


Netherlands Trade Agreements 

Dutch exports to Switzerland have been declining for 
over a year, while imports have remained high. This has 
led to several revisions of the 1948 trade agreement, in 
order to curtail Dutch gold payments to Switzerland. A 
new agreement has now been concluded, with import 
quotas for Swiss goods at about half the former level of 
215 million Swiss francs (US$50 million), but without 
any substantial change in their commodity distribution. 
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Additional compensation transactions in commodities 
outside the agreed lists will be possible. Three million 
francs will be available for tourism during the winter 
season. Swiss banks will lend 20 million francs to the 
Netherlands. Mutual overdraft facilities of 10 million 
guilders are provided for in the payments agreement; 
for transactions in excess of this amount, payments have 
to be made in gold, but it is hoped that these will no 
longer be necessary. 

An agreement recently concluded with Western Ger- 
many, covering the period from September 1, 1949 to 
August 1, 1950, provides for an exchange of goods to 
the equivalent of US$140-150 million each way. Com- 
pared with the first half of 1949 (when the annual rate 
of exports from the Bizone to the Netherlands amounted 
to $122.8 million, and the annual rate of imports to 
$72.6 million), this would mean a considerable expansion 
of trade. 

Quotas have been established for German food imports, 
such as fresh vegetables, potatoes, fish, and vegetable oils, 
but quantitative restrictions for other imports from the 
Netherlands will be discontinued. Western Germany’s de- 
liveries are to include coal, potash, and rolled steel prod- 
ucts. Payments will be settled through the Central Banks 
where accounts will be kept in guilders and Deutsche 
marks, respectively. Negotiations concerning the more 
extensive use of the port of Rotterdam and Dutch ship- 
ping services on the Rhine for German imports have 
not yet been completed; they are to be resumed shortly. 
Sources: Joint Export Import Agency, Report for June 

1949, Frankfurt am Main, Germany; Neue 
Ziircher Zeitung, Ziirich, Switzerland, August 
31 and September 10, 16, and 17, 1949. 


Scandinavian Wood Pulp Prices 

In the first sales of Swedish and Finnish wood pulp 
to the United States since the devaluation of the cur- 
rencies, the dollar prices of bleached sulphite are re- 
ported as about 10 per cent lower than before devalua- 
tion. Exporters, however, are waiting for the American 
producers’ price quotations for the fourth quarter. There 
are reasons to believe that Scandinavian pulp exporters 
will not start a price war in the U.S. market as a result of 
the devaluation. Even after devaluation, prices on the 
U.S. market do not yield much profit and exporters fee) 
that their prices can be lowered only slightly. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 22, 1949. 


Norway’s Hard Currency 


Export Proceeds 
In order to give increased incentive to exports to the 


dollar area, the Norwegian Ministry of Commerce has 
decided that plants which export goods against dollar 
payments will be allowed to use 10 per cent of the dollar 
receipts to buy raw materials and machinery in dollar 
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countries. The same rule applies to exports which are 
paid for in Swiss francs and Canadian dollars. Up to 
the present, Norwegian exporters have sometimes had 
to secure raw materials or machinery in Norway, or 
import them from soft currency countries at prices 
higher than those paid for materials from the dollar area 
by competing exporters in other countries. It is hoped 
that the Ministry’s decision will reduce costs for the 
export industries. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, September 20, 1949. 


Swedish Freight Receipts 

Gross freight receipts of the Swedish merchant 
marine in both coastal and international traffic amounted 
to SKr 1,001 million in 1948, compared with SKr 939 
million in 1947, an increase of some 6 per cent. The 
increase in tonnage during 1948 was 7.6 per cent. 

The largest receipts were earned in transport to and 
from Great Britain, the United States, and Poland, the 
respective earnings being 16 per cent, 14 per cent, and 
9 per cent of total freight earnings in international traffic. 
The receipts earned in transport to and from Great Bri- 
tain, Poland, and the Netherlands were greater than in 
1947, while receipts from transport to and from the 
United States dropped by SKr 54 million, or 32 per cent. 
Receipts earned in transport to and from the South 
American countries also decreased. 

Source: Kommerskollegium, Kommersiella Meddelanden, 
Stockholm, Sweden, July 1949. 


Italy’s Public Finances 
Reports on Italy’s fiscal year 1949 indicate that some 


progress was made toward budgetary equilibrium. The 
1948-49 deficit was 557 billion lire, or 35 per cent of 
total expenditure, compared with a deficit of 784 billion 
lire, or 46 per cent of total expenditure, in 1947-48; in 
all other budgets since 1940-41 the deficit represented 
an even larger percentage. The past year’s improve- 
ment was due mainly to the fact that the steady expansion 
of public expenditures, which had continued since pre- 
war years, was interrupted in 1948-49 for the first time. 
Expenditures were 1,617 billion lire, or some 10 per cent 
below those of 1947-48, although prices remained prac- 
tically unchanged. Receipts were 1,060 billion lire, which 
was a slight increase over the preceding year. The re- 
duction in expenditures resulted largely from the abolition 
of the bread price subsidy, and from a reduction in 
advances to industry. 

Reports on the cash accounts, which comprise expendi- 
tures actually paid out and receipts actually paid in, are 
even more favorable. Authorized expenditures not paid 
out during the fiscal year fall into arrears, and, although 
not included in the subsequent budget, remain a com- 
mitment of the Government. Cash outgo in 1948-49 was 
1,315 billion lire, of which 365 billion represented ex- F 
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penditures authorized in previous years. Cash receipts 
amounted to 962 billion lire, of which 38 billion was for 
taxes in arrears. The actual cash deficit thus amounted 
to 353 billion lire. These results were very much closer 
than those of a year earlier to the expenditures commit- 
ted and the receipts estimated. In fact, about 60 per cent 
of expenditures authorized in 1948-49 was actually paid 
off, against only 48 per cent in the preceding year. As 

a consequence, the increase in expenditures that fell into 

arrears was much smaller than in 1947-48, namely less 

than 300 billion lire against more than twice that amount 

a year earlier. 

A noticeable improvement was also reported in the 
financing of the cash deficit in 1948-49. To the cash 
deficit of 353 billion lire must be added 67 billion lire 
representing credits (net) granted by the Treasury to 
other governmental institutions. Both liabilities were 
covered mainly by a 265 billion lire flotation of new 
Treasury bonds, and advances of 191 billion lire made 
by using some of the funds collected through postal 
savings (these advances are also included in Italy in the 
floating debt). No recourse was therefore made to the 
Bank of Italy. In 1947-48, on the contrary, one fourth 
of the cash deficit had to be financed by Bank of Italy 
advances, and was one of the causes of the increased note 
circulation during that period. 

Source: Gazzetta Ufficiale della Repubblica Italiana, 
Statistical Supplement, Treasury Account and 
Budget of the State, Rome, Italy, August 29, 
1949. 


Release of Austrian Counterpart Funds 

ECA has approved the release of 187 million schillings 
($18.7 million) from the Austrian counterpart fund. 
Of this amount, $4.6 million will be used for railroad 
reconstruction, $2.3 million for agricultural improvement, 
$4.8 million for industrial expansion, $3.5 million for 
hydroelectric power projects, $1 million for coal mines, 
and small amounts for post and telegraph facilities and 
for roads. 


Source: Economic Cooperation Administration, Press 
Release, Washington, D. C., September 19, 1949. 


MIDDLE EAST 


Oil Developments in Middle East 

Test pumping has begun on the Iraq Petroleum Com- 
pany’s 16-inch duplicate pipe line from Kirkuk to Tripoli, 
Lebanon, which is scheduled to carry the equivalent of 
90,000 barrels a day (see this News Survey, Vol. II, 
p. 75). At present, oil is being pumped from storage 
tanks at Haditha where the pipe lines from Haifa and 
Tripoli meet. The section from Haditha to Kirkuk is 
expected to be in operation before the end of the year. 

Despite the increase in recent years in the capacity 


at the Tripoli refinery, this plant has never been able to 
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refine the crude oil received through the original 12-inch 
pipe line. Therefore, since the Haifa refinery is closed, 
the opening of the pipe line from Kirkuk to Tripoli means 
that an additional burden will be placed on an already 
overworked tanker fleet, which will have to transport 
the crude oil to refineries a considerable distance from 
the eastern Mediterranean coast. 

The Haifa refinery will remain closed until stocks are 
rebuilt. For the first time since May 1948, oil was re- 
ceived by the refinery on September 18, when a cargo 
from Venezuela was delivered, and ancther cargo is re- 
ported to be in transit. 


Sources: U. S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., September 
12, 1949; The Financial Times, London, Eng- 
land, September 19, 1949. 


Turkey’s Foreign Trade 

Turkish imports of LT379 million (US$135 million) 
in the first half of 1949 were 7 per cent above those in 
the corresponding half of 1948, while exports of LT332 
million (US$119 million) were 60 per cent higher than 
a year earlier. Thus the import surplus in the first 
half of this year was 70 per cent less than a year ago. 
Imports of raw materials, semifinished goods, and capital 
equipment were 74 per cent of total imports, compared 
with 64 per cent in 1947 and 71 per cent in 1948. Priority 
is given to imports needed by domestic industries, and 
for development and public health projects. 


Source: Ulus, Ankara, Turkey, September 10, 1949. 


Monetary Developments in Syria 

In order to strengthen the international value of the 
Syrian currency, especially in terms of Lebanese pounds, 
the Syrian Government has decided to allow a partial 
convertibility into French francs. Such convertibility is 
made possible by the Franco-Syrian Financial Agreement 
of April 1949, which provides for the annual release by 
the French Treasury of 2 billion francs of the Syrian 
franc balances. Francs made available in this way will 
be used to meet government needs and to finance author- 
ized imports. The new measure is expected to eliminate 
the present premium of some 7 per cent of the Lebanese 
pound over the Syrian pound. 


Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 10, 1949. 


Gold Purchases by Syria 

The Syrian Government has authorized the Banque 
de Syrie to buy on its behalf 170,000 gold sovereigns. 
Although the price is fixed at LS37 per sovereign, pay- 
ments will be made in sterling. Together with the 10,000 
ounces of gold purchased in May from the Federal 
Reserve Bank of New York (see this News Survey, Vol. 
I, p. 394), the newly acquired gold will be used for 


note cover. 
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Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 10, 1949. 


FAR EAST 
India’s Export Duties 


To prevent a speculative rise in prices, as a result of 
devaluation, the Government of India, under a new ordi- 
nance, has assumed powers to impose export duties on 
vegetable oils, oilseeds, shellac, steel, and tobacco, as 
well as to increase export duties on raw jute and jute 
manufactures. The Government has suspended the Open 
General Licenses for the export of raw jute, and a ban 
has been imposed on futures trading in jute manufac- 
tures. 


Sources: The Financial Times, London, England, Sep- 
tember 22 and 23, 1949. 


Tax Revenue in Shanghai 

Taxes are reported to be increasing in the Shanghai 
area and revenues are proportionately greater. Collec- 
tions in East China in July totaled PB6,715 million 
(People’s Bank Notes). The authorities have announced 
that commodity tax revenue received during July was 
180 per cent greater than in June, with the cigarette tax 
accounting for 53 per cent of the total and the cotton 
yarn tax 28 per cent. About 85 per cent of the rent tax 
has already been collected. The stamp tax collection in 
Shanghai has reached PB90 million daily. 
Source: Far East Trader, San Francisco, California, 

September 21, 1949, 


Manila Gold Market 

Recent cables from Manila indicate that local gold 
prices have declined to $40-44 an ounce. Last January, 
when the price was $47, demand was strong, and by the 
end of the month, the price had advanced to $50. By the 
middle of June, speculators were paying up to $55. The 
reason given for the recent decline in demand is the 
difficulty of disposing of gold in China under existing 
political conditions. 

In September 1948, when new currency was issued in 
China, the price of gold in Manila fell from $48 to $45 
an ounce. For 1948 as a whole, the two principal Philip- 
pine gold producers realized an average price of about 
$44.50, and for the first eight months of 1949 these mines 
and others obtained an average of $48 or more. Philip- 
pine gold production currently is reported to be valued 
at about $900,000 a month at the statutory price of $35 
per ounce. Before the war, the output was valued at 
nearly $3.3 million a month. 

The Philippines have no law that prohibits free trading 
of gold at any price within their own territory, but the 
Government refuses to grant licenses for gold exports 
to countries where it could be sold for more than $35 


INTERNATIONAL MONETARY FUND 


per ounce. Though customs agents no doubt endeavor 

to prevent illegal export of gold, it is believed that 

smuggling continues to take place. 

Source: New York Herald Tribune, Paris, France, Sep. 
tember 3, 1949. 


UNITED STATES AND CANADA 
U.S. Foreign Aid 


U.S. Government grants to all countries in the fiscal 
year 1949 amounted to $5,169 million, compared with 
$2,693 million in fiscal 1948. From July 1, 1945 to 
July 1, 1949, grants totaled $13,260 million. 

Almost 80 per cent ($4,080 million) of the aid in fiscal 
1949 went to ERP countries; $3,221 million was ECA 
aid. The largest recipients were, in order, Germany, the 
United Kingdom, and France, which together received 
over half of total U. S. grants. Total grants to Asia were 
$977 million, including $410 million to Japan and the 
Ryukyu Islands and $282 million to China. For the post- 
war period as a whole, ERP countries received $8,107 
million, other European countries, $1,115 million, Asia, 
$3,419 million, and Latin American republics, $31 
million. 


Source: U. S. Department of Commerce, Press Release, 
Washington, D. C., September 26, 1949. 


U.S. Rubber Consumption 

The U. S. Department of Commerce has lowered the 
minimum percentages of synthetic rubber to be used by 
manufacturers. It is expected that this will result in a 
shift from synthetic to natural rubber consumption of 
50,000 tons a year, compared with an estimated total 
U. S. new rubber consumption of 925,000 tons in 1950. 
Source: The Wall Street Journal, New York, N. Y., 

September 24, 1949. 


Export-Import Bank Report 

In its semi-annual report to Congress for the period 
from January 1 to June 30, 1949, the Export-Import 
Bank of Washington points out that new credits amounted 
to $112.6 million, disbursements to $107.4 million, re- 
payments to $81.2 million, and net earnings to $24.1 
million. The largest of the new credits was the ear- 
marking of $100 million to Israel to aid that government 
in achieving a self-sustaining economy. 

The report also describes activities of the Bank from 
its inception in 1934 to June 30, 1949. Credits estab- 
lished totaled $4.4 billion, while loans outstanding in 
June 1949 amounted to $2.2 billion. Of the Bank’s total 
lending authority of $3.5 billion, $953.7 million remained 
uncommitted on June 30, 1949. Of the $973.3 million of 
loans authorized to Marshall Plan countries during the 
first year of ECA, $191.3 million remained undisbursed 
on June 30. 
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Source: Export-Import Bank of Washington, Eighth 
Semi-Annual Report to Congress for the Period 
January-June 1949, Washington, D. C., Sep- 
tember 20, 1949. 


Canada’s Freight Rates 

Canadian railways have been granted a freight rate 
increase of 8 per cent retroactive to July 27, 1948. Their 
original application had been for a 20 per cent increase. 
The Board of Transport Commissioners found, however, 
that a 21 per cent increase granted in March 1948 had 
been awarded on the basis of a faulty formula and should 
have totaled only 15 per cent. Therefore, the present 
award is technically considered as an increase of 14 per 
cent. For simplification, the Board ruling acknowledged 
the 21 per cent increase in effect since March 1948 and 
added to it another 8 per cent to be effective as of July 
1948. Neither increase applies to wheat or other items 
exempted by statute from the Board ruling. The recent 
increase is temporary and may be changed after the com- 
pletion of an over-all investigation of rate equilization 
and the report of the Royal Commission on Transporta- 
tion. 
Source: The Globe and Mail, Toronto, Canada, Sep- 

tember 23, 1949. 


LATIN AMERICA 
Mexico’s Yearly Report 

In his annual report to Congress on September 1, 
President Aleman stated that there had been an increase 
in the output of iron and coal, while that of gold, silver, 
copper, mercury, lead, and zinc had decreased from the 
previous year. Last year’s sugar production of 640,000 
tons was the largest in the history of Mexico; about 83 
per cent will be consumed domestically. Permits have 
been granted for the export of 57,000 tons, valued at 56 
million pesos (US$6.5 million). 

Considerable progress has been made toward increas- 
ing production of electricity. New plants with a capacity 
of 56,000 kilowatts have been completed at a cost of 
150 million pesos, and plants now under construction 
will further increase capacity by 93,300 kilowatts. 

The President stated that an exchange rate higher 
than 8.65 pesos to the dollar could probably have been 
established, but only at the cost of a deflationary fiscal 
and credit policy with dangerous effects on the economy. 
So far, the results of the new par value have been favor- 
able. Domestic production has continued to expand, 
and the mining industry has been able to maintain its 
competitive position in spite of a drop in world prices, 
which reached 40 per cent for a number of minerals. Most 
other Mexican exports have been stimulated by the de- 
valuation. 

In order to reach equilibrium in the balance of pay- 
ments, the importation of 207 tariff items was prohibited 
on June 21, 1949. The Government also entered into 
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barter agreements with France, Italy, Czechoslovakia, and 
other countries, and payments agreements are now being 
discussed with the United Kingdom, Argentina, and 
Germany. 

Credit has been channeled to industry and agriculture. 
Official credit institutions have increased their capital 
by 559.5 million pesos provided by the Government (253 
million to the Banco Nacional de Crédito Ejidal, 148.5 
million to the Banco Nacional de Crédito Agricola, 125 
million to the Banco Nacional de Comercio Exterior, and 
33 million to the Banco de Fomento Cooperativo) . Credits 
totaling 56 million pesos have been granted for deforesta- 
tion, drilling of water wells, and opening of new lands to 
agriculture. To avoid a dangerous increase in the money 
supply, rediscounting by the Central Bank to official 
credit institutions has been stopped. 

The budget was in balance during the first half of 
1949. Tax receipts amounted to 1,392 million pesos, 
and government expenditures to 1,242 million. The 
internal funded public debt, which in June 1949 
amounted to 1,371 million pesos, has since decreased by 
90 million pesos. The foreign funded public debt 
amounted on September 1, 1949 to 220.6 million pesos, 
representing a decrease of 5 million pesos from the pre- 
ceding year. Furthermore, on September 18, 1949, $8.69 
million was paid to the British oil companies expropri- 


ated in 1938. 


Source: El Mercado de Valores, Mexico, D.F., Septem- 
ber 5, 1949. 


Venezuela’s Petroleum and Gold 
Production 

Creole, the most important oil company in Venezuela, 
reports a notable increase in recent weeks in petroleum 
production. The latest figures show output of 605,000 
barrels daily, which exceeds last year’s daily average 
and is 55,000 barrels more than in the early months of 
1949. In the opinion of the management, production for 
the rest of the year can be further increased, to reach 
last year’s level. An official of the Hydrocarbon Division 
of the Ministry of Development declared that an increas- 
ing trend in production has been the general experience 
of practically all oil producing companies in Venezuela. 
According to the Ministry of Development, 943.7 kilo- 
grams of gold were mined in Venezuela during the first 
six months of 1949. This represents an increase over 
the corresponding period of 1948, which is explained as 
due primarily to new exploration and exploitation. 


Sources: El Nacional, Caracas, Venezuela, September 
14, 1949; El Universal, Caracas, Venezuela, 
September 14, 1949, 


SOUTH AFRICA 


South African Economic Review 
Economic activity in the Union of South Africa was at 
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a high level in the first half of 1949. Total manufacturing 
employment increased 4 per cent, compared with 1948, 
and was 79 per cent above 1938. Mining employment 
rose for the first time since the war, and in July it was 
4 per cent above 1938. In the same month, the gold out- 
put of 1,014,000 fine ounces was greater than in any 
month since October 1946, and coal output was the largest 
on record. 


Imports (f.o.b.) during the first half of 1949 were 
£174 million, which is close to the average of the first and 
second half of 1948 (£162 million and £190 million, re- 
spectively). Exchange restrictions on imports from the 
non-sterling area caused a substantial switch to imports 
from the sterling area, which were £96 million compared 
with £78 million in the second half of 1948. Imports from 
the non-sterling area were £78 million against £112 million 
in the previous half-year. Exports during the same period 
were £31 million to the non-sterling area and £37 million 
to the sterling area, together £7 million more than a year 
ago. 

The current deficit in the balance of payments, ex- 
cluding gold, was £134 million, of which £60 million was 
with the non-sterling area and £74 million with the 
sterling area. Gold production was £48 million. A net 
outflow of capital to the sterling area of £5 million oc- 
curred during the first quarter. In the second quarter, net 
capital movements were negligible, but there was prob- 
ably a small net inflow in July and August. To finance 
the deficit of £95 million for the first half of 1949 re- 
maining after the gold output, the capital outflow, and a 
payment of £4 million to the non-sterling area for im- 
ports not received during this period are taken into ac- 
count, the Union drew £37 million on its foreign ex- 
change holdings, £8 million on its gold reserve, and 
claimed a £50 million repayment of the gold loan to the 
United Kingdom. 

The money supply fell from £418.7 million at the end 
of 1948 to £357.7 million at the end of July. This drop 
was caused by the fall in foreign exchange reserves and 
by the £4.4 million contraction of commercial bank 
credit. Offsetting factors were the creation of £41.1 
million of credit by the Reserve Bank, mainly for the 
Union Government, and the shift of £7.1 million of 
time deposits to demand deposits with the commercial 
banks. 

The wholesale price index rose from 178 (1938 = 
100) in December 1948 to 185 seven months later. Prices 
of imports rose 3 per cent, and of Union goods 5 per 
cent. Prices of industrial shares continued to decline 
and stood at 181 (1938 = 100) in July, compared with 
225 in December. Gold mining shares rose after January 
on the expectation of a higher price for gold and/or 
the devaluation of sterling. 
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Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
September 1949, 






South African Loans 
The South African Minister of Finance has stated that 
the Union has turned down an American loan offer, 







because of the “strings” attached. Two of the conditions f 





were (1) that an equivalent amount of gold be deposited 
in the United States as security, and (2) that inspec 
tion and supervision of internal affairs regarding the 
spending of the money be allowed. 

On the eve of devaluation, the Government of the 
Union of South Africa called for repayment in sterling 
of the remainder (£12% million) of the £80 million gold 
loan to the United Kingdom, despite the fact that the gold 
value of this sterling was guaranteed by the loan agree- 
ment. This action has given rise to the belief that negoti- 
ations concerning a new financial arrangement between 
Britain and South Africa are now being completed. 






















Sources: The Financial Times, London, England, Sep- 
tember 22, 1949; The Economist, London, Eng. 
land, September 24, 1949. 







South African Import Plans 

The South African Minister of Economic Affairs has 
announced that the Union’s imports of raw materials 
from hard currency countries will be cut to 50 per cent 
of the present rate during the first six months of 1950. 
Imports from the sterling area will continue at the cur- 
rent rate. New import quotas will be selective and based 
on the Union’s need for each industry’s products. In 
the new allocation scheme, no account has been taken 
of any capital inflow. A bonus scheme to encourage ex- 
ports will be introduced. The Minister also stated that 
gasoline will be rationed. 









Sources: The Financial Times, London, England, Sep- 
tember 21, 1949; The Wall Street Journal, New 
York, N. Y., September 27, 1949. 









International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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